Draft Final Audit Report of the
Audit Division on Gary Johnson

2012, Inc
(April 1, 2011 - November 30, 2014)

Why the Audit

Was Done

Federal law requires the
Commission to audit

' every political committee
established by a candidate
who receives public funds

About the Campaign (p ’,3391%&,
Gary Johnson 2012, Inc is the p ,n cipal c“ampalgn committee

for Gary Johnson, a candidate £6§gje Libertarian Party
nomination for the office ofgresidéngef the United States.
The Committee is headquarteted in Sali Lake City, Utah. For
more information, segsthe on the Camnpaign

Orgamzatlon. p kS

for the pnmary

campaign.! The audit

determines whether the Financial Activity (p. 4) &

candidate was entitled to * Recgipts

all of the matching funds o Caghtgibutions fromn Im@ﬁlduals $2,249,318
received, wg:;h::— the o :'1?”3 hize Funds Received 510,261
campaign u e Tota}, Receipts : 2,759,579
matching funds in & “ .p > ,@}v $2,759,5
accordance with the law, ;s_':f“i' Disbursent ﬁ %

wheth:r the candidate i3 &= .. Operating, Expenditiires $ 2,534,497
‘:;:::l;m;of::g:l::?ilﬁm‘;“‘ 3§ Fundraisii  Disbursements 153,019
whether the can'ipangn ‘%ﬁ % Exempt Le} 'l“and Accounting 28,130
otherwise complied; ';h “1_%?“

the limitatierie ~Sag, Total Disbursements $ 2,715,646
prohibitibns, and &)

discld uirements *

of the elect;lun law.

Future Acfi

The Commission ' .|\
initiate an enforcem:nl
action, at a later time,
with respect to any of the
matters discussed in this
report.

Findi gs and Recommendations (p. 5)
Neft Outstanding Campaign Obligations (Finding 1)
%ﬁ,‘ﬁ Amounts Owed to the U.S. Treasury (Finding 2)
&% Use of General Election Contributions for Primary
Election Expenses (Finding 3)
Reporting of Debts and Obligations (Finding 4)
Extension of Credit by a Commercial Vendor (Finding 5)

! 26 U.S.C. §9038(a).
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Part 1
Background

Authority for Audit
This report is based on an audit of Gary Johnson 2012, Inc (GJ2012), undertaken by the
Audit Division of the Federal Election Commission (the Commission) as mandated by
Section 9038(a) of Title 26 of the United States Code. That section states, “After each
matching payment period, the Commission shall conduct a thorough examination and
audit of the qualified campaign expenses of every candidate and hia

committees who received [matching] payments under section, 7"Also, Section
9039(b) of the United States Code and Section 9038. 1(a)(2) dithe Commission’s
Regulations state that the Commission may conduct oth v finziions and audits from
time to time as it deems necessary. 9 y

Scope of Audit ol

This audit examined original and amended repons filed by’&J2012 before d;%ﬂudlt _
notification letter was sent on December 3, 2012”. 'l he ay#lit81so examined/the original

filings of the 2012 30 Day Post-General and Year-En@® orts. The following areas were

covered by this audit:

1. the campaign’s compliance with llﬁ'ﬁt’i‘t_' ] for contrib -’a ons and loans,

2. the campaign’s compliance with the'lj ate’

3. the campaign’s compliance with the prohlblg,o
contributions; 2 ,“ e

4. the disclosure of cgfitri as received; ";,

5. the disclosure Qf dhh.lrse , debts and‘gbligations;

6. the consistency between repor l..d figures ank records;

7. the accurac of the Statenzent of Net Outszal ding Campaign Obhgatlons,

8

9

1

. the campiRcon: pliance with spending Ilmlts,
mpletenes"sml records: and
mpaign operalions nece sﬁ?y to the review.

'-&V-’u’aa.

Inventorny:of Campaign Records

The Audit staff% tinely conducts an inventory of campaign records before it begins
audit fieldwork. é@glg&mrds were materially complete and fieldwork commenced
immediately.

Committee Structure

GJ2012 was the only campaign committee authorized by Gary Johnson, the Candidate,
for the 2012 Presidential election. This committee conducted both primary and general
election activity for the Candidate. GJ2012 opened two bank accounts: a primary
account and a general account. In practice, GJ2012 deposited nearly all contributions

* Amendments filed after December 3, 2012, were given a limited review to determine if issues noted in the
Preliminary Audit Report were corrected by GJ2012,



received before the Candidate’s nomination in the primary account, and most
contributions received after the nomination in the general account. GJ2012 received
matching funds for the primary campaign and this audit covered committee activity and
information obtained to determine whether or not expenses were qualified campaign
expenses defrayed in connection with the primary election.




Part II
Overview of Campaign

Campaign Organization

Important Dates

¢ Date of Registration

April 22, 2011

o _Date of Ineligibility’

o

e _Audit Coverage

May §, 2012 e

Headquarters

Bank Information

e Bank Depositories

e Bank Accounts

Treasurer

Onc ps primary checking a&%ml and one general
eC lukll!g_&ount ' 7

F

e -Treasurer When Audit Was Conducted

Chet"%

e Treasurer During Period Covered by ¥\ udit

Management Information

Elizabe pworth (4/22/11 - 1/4/12)

i .Chet Goodwfm (175/12 — Present)

e Attended Commission Campa:gn Flnanceﬁ;; éﬂt

Seminar

e Who Handled Accov: lg e

3 A threshold submission was submitted on April 26, 2012, and the Commission certified the Candidate as eligible
to receive matching funds on May 24, 2012. The period during which the Candidate was eligible for matching
funds ended on May 5, 2012, his date of ineligibility (DOI). However, GJ2012 submitted contributions for
matchmg funds it had received before DOI. Due to the campaign’s outstanding debt, GJ2012 was able to submit
primary election contributions received after DO1 for matching as well.

* The Audit staff conducted limited reviews of receipts and expenditures after December 31, 2012 to determine
whether the Candidate was eligible to receive additional matching funds.



Overview of Financial Activity

(Audited Amounts)

Cash-on-hand @ April 1, 2011 $0
Receipts
o Contributions from Ind1v1duals " 2,249,318
o__Matching Funds Received® 510,261
Total Receipts : 2759,579
Disbursements )
o__Operating Expenditures & 2534497
o_ Fundraising Disbursements 1%3,019
o Exempt Legal and Accounting ,g&”""' :, .

Disbursements rad 281 f'?m
Total Disbursements R % $2,715,646 -
Cash-on-hand @ December 31, 2012 K. ,gg "*h $43933 7

5 (GJ2012 received approximately 24,500 contributions from more than 1,400 individuals.
§ As of the Candidate’s DOI (May 5, 2012), GJ2012 had received no matching funds. GJ2012 received 6 payments
totaling $632,017 as of January 8, 2013.



Part III |
Summaries

Findings and Recommendations

Finding 1. Net Outstanding Campaign Obligations

The Audit staff’s review of GJ2012’s financial activity through November 30, 2014, and
estimated wmdmg down costs indicated that the Candidate did n@ﬁﬁceive matching fund
payments in excess of his entitlement. :

In response to the Preliminary Audit Report recommendd : i %‘2 provided
additional bank statements and invoices to show actugkwiriding do nﬁosts and did not

dispute the Net Outstanding Campaign Obligations calculations contaiigg,in the
Preliminary Audit Report. (For more detail, s;(g p-8) 4 g

Finding 2. Amounts Owed to the ¥i8sTreas
During audit fieldwork, the Audit staff’s review of GJ J.A,‘_} s receipts and disbursements
determined that primary election funds were spent on nori_:«.ified campaign expenses
and that matching funds were received for cofr] ‘butions the- = crethot eligible to be
matched. ! &

In response to the Prelimaiffai v Audit Repo mmenxiation, GJ2012 provided
additional informatig) 4 and (lI\B ed the Auoﬁ%t:nff’s conclusion. Audit staff does not
find GJ2012’s arguitiénts compek L ling, and reco pnds that the Commission make a
determination that $333“441 is g3

.....

In response to the Préhmmary Audit Report, GJ2012 stated that the use of general
election receipts forp primary election expenses was an advance against anticipated
matching funds. The Audit staff notes that short-term advances against matching funds
must come from a qualified financial institution, and be secured by certified matching
funds amounts. (For more detail, see p. 18.)

Finding 4. Reporting of Debts and Obligations

During audit fieldwork, the Audit staff’s review of GJ2012's disbursements indicated that
debts from seven vendors totaling $407,455 were not disclosed on Schedule D-P (Debts
and Obligations), as required.



In response to the Preliminary Audit Report, GJ2012 submitted additional invoices for
debts to two vendors that were not previously disclosed to Audit staff. This resulted ina
total of $447,567 in debts owed to nine vendors that were not disclosed on Schedule D-P
as required. GJ2012 amended its reports to materially correct the disclosure of debts and
obligations on Schedule D-P. (For more detail, see p. 20.)

Finding 5. Extension of Credit by a Commercial Vendor

During audlt fieldwork, the Audit staff’s review of GJ2012's disbursements suggested
that NSON” made a prohibited contribution to GJ2012 by extendigg credit beyond its

normal course of business and not making commercially reaso a,;"f ¢ Httempts to collect
$1,752,032 from GJ2012 for services rendered. 3

In response to the Preliminary Audit Report, GI2012 éé ted an yffidavit from the
proprietor of NSON and redacted contracts to dlspu %b. Abdit staff*s Ruypotion that
NSON made a prohibited contribution to GJ 201 owever, neither GJ212 nor the
vendor presented any documentation to dem mu that other clients werc sup to the
same billing practices, or that GJ2012 was regularly gnd !&me billed for sg

rendered. (For more detail, see p. 22.)

7 NSON is a registered corporation in the state of Utah that also does business as Political Advisors.
GJ2012 reported disbursements to Political Advisors, but all contracts and invoices were received from
NSON.



Summary of Amounts Owed to the United

States Treasury
o Finding2.A. | Payment of Non-Qualified Expenses $332,191
(p. 13) with Primary Election Funds
e Finding 2.B. Receipt of Matching Funds Based 1,250
(p. 15) on Ineligible Contributions
Total Due U.S. Treasury "-'m $ 333,441




Part IV
Findings and Recommendations
Finding 1. Net Outstanding Campaign Obligations

Summary

The Audit staff’s review of GJ2012’s financial activity through November 30, 2014, and
estimated winding down costs indicated that the Candidate did not receive matching fund
payments in excess of his entitlement.

2012 provided

ding digup costs, and did not
ions contained in the

additional bank statements and invoices to show actual
dispute the Net Outstanding Campaign Obligations
Preliminary Audit Report.

In response to the Preliminary Audit Report recommcnci%;n. G
!

“a . #
Legal Standard # .
A. Net Outstanding Campaign Obligations (NOCQ).4 ithth 15 days afgr the
candidate’s date of ineligibility (see definition below),tH didate must submit a
“statement of “net outstanding campaign obligations.” Th§.lalcment must contain,
among other things: : 8
o The total of all committee assets Thcluding Bash on hand; amounts owed to the

committee and capital assets listed%t thef’fuir market value; :

The total of all ¢ "'@f"mh:\g obligatiofi§ for qualiﬁz‘a campaign expenses; and

An estimate ofecessary yindihg-dov%costs. 11 CFR §9034.5(a).

B. Date of Ineligibilit'ézéj- The date of iu\-iis_-ihil%’is whichever of the following dates
occurs first: . n
LN ks . " R N .

"{g;e*}uy on which the®tandidate ceases to be active in more than one state;

¢ikhe 30th day féllow ing the second consecutive primary in which the candidate

eeives less than 10 pu«ﬁ the popular vote; !

o The <ad of the matghing payment period, which is generally the day when the
pmy?igf;tg;gpates its gandidate for the general election; or

o Inthe cﬁ?@;{ a cat_x_'g*’fdate whose party does not make its selection at a national
convention,tlieJ4st day of the last national convention held by a major party in
the calendar ygér. 11 CFR §§9032.6 and 9033.5.

C. Definition of Non-Qualified Campaign Expense. A non-qualified campaign
expense is any expense that is not included in the definition of a qualified campaign
expense (see below).

D. Qualified Campaign Expense. Each of the following expenses is a qualified
campaign expense. .
o An expense that is:




o Incurred by or on behalf of the candidate (or his or her campaign) during the
period beginning on the day the individual becomes a candidate and
continuing through the last day of the candidate’s eligibility under 11 CFR
§9033.5;

o Made in connection with the candidate’s campaign for nomination; and

o Not incurred or paid in violation of any federal law or the law of the state
where the expense was incurred or paid. 11 CFR §9032.9.

* An expense incurred for the purpose of determining whether an individual should
become a candidate, if that individual subsequently becomes a candidate,
regardless of when that expense is paid. 11 CFR §9034.4

e An expense associated with winding down the campa1 d“terminating political

© activity. 11 CFR §9034.4(a)(3).

E. Entitlement to Matching Payments after Date of Igingibili” , on the date of
ineligibility (see above), a candidate has net outs paign%aﬁon's as defined
under 11 CFR §9034.5, that candidate may contipyé to receive matchir{gep 38

matchable contributions received and deposx 5 )t or befd:g December 3 % Gffhie

Presidential election year provided that he or’she"$isi.has néfiqutstanding caj¥
on the day when the matching payments are made. 11 C §9034.1(b).

F. Winding Down Costs. A primaryfls

lection candidate Who does not run in the general
clection may recclve and use matching '5?”

er. otlfymg, |hc mmission in writing

after the general elegi

regardless of whetli¢ thic

11 CFR §9034. ll(d) ‘““%5&
A _9 . Vg

The Candlﬁa'tp s date of mgl;lglblht? (DOI) was May 5, 2012. The Audit staff reviewed
GJ2012’s fm‘hnexal activity:fhrough November 30, 2014, analyzed estimated winding
down costs and’ pl;,ggaared t.lgé ‘Statement of Net Outstanding Campaign Obligations that

appears on the folldia@lg*page

''''''



10

Gary Johnson 2012, Inc
Statement of Net Outstanding Campaign Obligations
As of May 5, 2012
Prepared February 10, 2015
Assets '
Cash in bank $ (10,856)°
Total Assets $ (10,856)
Liabilities
Accounts Payable (AP) for Qualified Campaign P
Expenses as of 5/5/12 (5268,352)
AP (Primary Account) Billed Post-DOI o (fm 3 932)

Winding Down (WD) Costs (5/5/12 — 12/6/12)
Actual WD Costs (12/7/12 - 11/30/14)  [a] 4 (22.8‘3%‘

Estimated WD Costs (12/1/14 - 630/15) o]~ (112,268)

Total Liabilities 4 % | ﬁ’({l 17.471)

Net Outstanding Campaign Obllggtlons
(Deficit) as of May 5, 2012 K ) $(2,128,327)

il

o mdliig down period began 31 days after

Footnotes to NO tatement: ﬁ --;~
[a] The General election was held on Novemh?;‘r 6. i
the General election onik ember 7, 2012.%; *-e
[b)  Estimated windingidoWn €0 E}ﬁm“ be comp‘impd to actual ﬁ'mdmg down costs and adjusted

accordmgly
o e ;. E "ﬁbﬁ v
Shown below are adjus" Ents fO5 lpds, e elvq%?‘ after the Candidate’s DOI on May §,
2012 through .EJ}uEr 8,2 e 4 A gﬁ“@fz received its last matching fund payment.
Netg) ustandmg Cs |p.u,.,n ()Iﬂgﬁfms (Deficit) as of May 5, $(2,128,327)
2015 |
Less: Contributions R ved ay 6, 2012 to January 8, 1,216,661
2013
Less: Matchiffg: dégiecewed through January 8, 2013 632,017
Remaining Net anding Campalgn Obligations $ (279,649)
(Deficit) as of January 8, 2013°

As presented above, the Candidate has not received matching funds in excess of his
entitlement.

® The primary election campaign's May 5, 2012 cash balance was negative due to short term use of funds
from the general election account. (see Finding 3 on page 16 for more detail).

% (32012 and its major vendor, NSON, are dlscussmg the possibility of waiving the interest on debts not
repaid. If this debt is forgiven, the NOCO will require an adjustment. See Finding 5 for additional
detail.
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B. Preliminary Audit Report Recommendation

The Audit staff presented a preliminary NOCO statement and related work papers to
GJ2012 representatives at the exit conference. The preliminary NOCO statement
showed that GJ2012 was in a surplus position and GJ 2012 would be required to repay
some matching funds received to the U.S, Treasury'®. Audit staff requested that GJ2012
provide additional documentation after the exit conference to enable the Audit staff to
update the NOCO statement as necessary. On January 24, 2014, and June 18, 2014,
GJ2012 submitted additional invoices in support of debts incurred for primary election
expenses. These additional invoices were mostly for interest owed.on debts incurred in
relation to the primary election that had not been paid, and ongéﬁgﬁsq previously not
provided to the Audit staff for a debt incurred for fundraising activity in relation to the .
primary election. The Audit staff reviewed this documengguion and revised the NOCO
accordingly. As'a result of this additional documentatio%he revi OCO indicated
that the Candidate did not receive matching funds ipg##tgsstof his entitleinent.

3
The Audit staff recommended that GI2012 deprionsirate adjustments Tibelictes are
required in connection with any part of the NOCO statem provide an};rolher
additional comments.

R
C. Committee Response to Prelimmﬁrv Audit Report o
In response to the Preliminary Audit Report ré endation. G§2012 did not dispute the
NOCO calculations contained on the Prefiminargudiit Repo ¥ however, provided
additional bank statements and invoices t 9 ac.lu.nl aridsddditional estimated winding
down costs as well as adg fighal accounts payable for qualified campaign expenses.
These expenses ol cen mcorporated mto e revised NOCO that reflects a deficit of
Be OCO indicates that the Candidate did

ent'!,

During au 1'_ , FAudit staff's review of GJ2012’s receipts and disbursements
determined thatip, pH y eléBtion funds were spent on non-qualified campaign expenses
and that matchmyu ds received for contributions that were not eligible to be

- matched. ?3

In response to the Preliminary Audit Report recommendation, GJ2012 provided
additional information, and disputed the Audit staff’s conclusion. Audit staff does not

 This NOCO was prepared on December 12, 2013, and contains the same figures as the NOCO prepared
on May 8, 2013. The May 8, 2013 NOCO was included in the Statement of Reasons In Support of
Final Determination of Entitlement in the Matter of Governor Gary Johnson (LRA #90S), dated
November 14, 2013.

GJ2012 and its major vendor, NSON, are discussing the possibility of waiving the interest on debts not
repaid. If this debt is forgiven, the NOCO will require an adjustment. See Finding 5 for additional
detail.
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find GJ2012’s arguments compelling, and recommends that the Commission make a
determination that $333,441 is payable to the United States Treasury.

Legal Standard
A. Qualified Campaign Expense. Each of the following expenses is a qualified
- campaign expense.
e An expense that is:

o Incurred by or on behalf of the candidate (or his or her campaign) during the
period beginning on the day the individual becomes a candidate and
continuing through the last day of the candidate’s ellglity under 11 CFR
§9033.5; i N

© Made in connection with the candidate’s campaig u'r‘g or nommatlon, and

o Not incurred or paid in violation of any federal/Eiw dgithe
where the expense was incurred or paid. 1] (ER §9032.9.

e An expense incurred for the purpose of detepdfirfing*whether an mclividual should
become a candidate, if that individual sut quently becomes a cani.l"Cate,

2L, CFR §3034.4. ﬁ'
e, m@atgn and termingting political

regardless of when that expense is paig
e An expense associated with winding do
activity. 11 CFR §9034.4(a)(3).

v

B. Definition of Non-Qualified Canfﬁiﬁ Expense A n? alified campaign
expense is any expense that i is not mclu&e leiHe.adefuutlon 0 alified campaign
i 6, ; no_t lﬁnlted to:

e Excessive expendxt . An expend! u;&‘whl' Hg§& excess of any of the
limitations under-51‘ T X §9035 sha ’*fr';ot be considered a qualified campaign

expense. :;,,%

ibility e3 ditures. Except for winding down

; 3)¥and certain convention expenses
1)(6)zany expenses incurred after a candidate's
ined under 11 CFR §9033.5, are not qualified

ior, any expenses incurred before the candidate's
Is'and servxces to be recewed after the candidate's date

¢halties. Civil or criminal penalties paid pursuant to the Federal
AP Act are not qualified campaign expenses and cannot be
defrayed front* contributions or matching payments. Any amounts received or
expended to pay such penalties shall not be considered contributions or
expenditures but all amounts so received shall be subject to the prohibitions of the
Act.

e Payments to candidate. Payments made to the candidate by his or her committee,
other than to reimburse funds advanced by the candidate for qualified campaign
expenses, are not qualified campaign expenses.

e Lost, misplaced, or stolen items. The cost of lost, misplaced, or stolen items may
be considered a nonqualified campaign expense. Factors considered by the
Commission in making this determination shall include, but not be limited to,
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whether the committee demonstrates that it made conscientious efforts to
safeguard the missing equipment; whether the committee sought or obtained
insurance on the items; whether the committee filed a police report; the type of
equipment involved; and the number and value of items that were lost. 11 CFR
§9034.4(b).

C. Matching Funds Used for Non-Qualified Campaign Expenses. If the Commission
determines that a campaign used matching funds for non-qualified campaign expenses,
the candidate must repay the Secretary of the United States Treasury an amount equal to
the amount of matching funds used for the non-qualified campaig:. 2xpenses. 26 U.S.C.

§9038(b)(2)(A). JFARN

D. Seeking Repayment for Non-Qualified Campaign Expensés. In seeking repayment
for non-qualified campaign expenses from committees that have feceived matchmg fund
payments after the candidate’s date of mehglblllty mimission will 1eview
committee expenditures to determine at what poig mmittee accounts 1103 onger contain
matching funds. In doing this, the Commissiqniwill revie commlttee expend
the date of the last matching funds payment to whith the idate was entif

assumption that the last payment has been expended on a last-in, first-out basis. 11 CFR
§9038.2(b)(2)(iii)(B). .

E. Primary Winding Down Costs During the General E Iu@@eriod. A primary

election candidate who runs in the genera ek-..-!:.. regaidlesgfof whether the candidate
#5t wait 241 31 days after the general

DY gwinding dcw n costs related to the primary
election. No expenses 'ncurl ul a primary €lection candidate who runs in the general
election prior to 31 G#ys.afte eneral electign,shall be considered primary winding
down costs. 1 l CFR §O1 JSY;:.V l(l

recewes public funds for t e general el

F. How tg l)eu-rmmeql{epa 2nt Amount for Non-Qualified Campaign Expenses
WhemGandldate in Sli ﬁé&h e If a candidate must make a repayment to the

United: S‘E Treasury béeduse hisior her campaign used matching funds to pay for non-
qualified dm%axgn expensg S: the dmount of the repayment must.equal that portion of the
surplus that , the same Fitio to the total surplus that the total amount received by the

candldate from ﬂ:;g L ktch' $ payment account bears to the total deposits made to the
] 1

G. Bases for Repay"ﬁlent. The Commission may determine that certain portions of the
payments made to a candidate from the matching payment account were in excess of the
aggregate amount of payments to which such candidate was entitled. Examples of such
excessive payments include, but are not limited to, the following:
¢ Payments or portions of payments made on the basis of matched contributions
later determined to have been non-matchable 11 CFR §9038.2(b)(1)(iii).

H. Notification of Repayment Obligation. The Commission will notify a candidate of
any repayment determinations as soon as possible, but no later than three years after the
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close of the matching payment period. The Commission’s issuance of the audit report to
. the candidate (under 11 CFR §9038.1(d)) will constitute notification for purposes of this
section. 11 CFR §9038.2(a)(2).

Facts and Analysis

A, Payment of Non-Qualified Expenses with Primary Election Funds

1. Facts
During an examination of disbursement records, the Audit staff dentifie.d

4.43 *‘*: relm..cl the primary
T

1446n-qualified campai§n c1penses.

primary wmdmg down costs Since these expe
election of the Candidate, they are considere

a5, By ¢
In the post-election wind-down period, hen{ir d-do@%c]penses must be allocated
between the primary and general election campdigns. $7,301 was spentm Since these
amounts were not allocated between campaigns, thesciare also non-qualified
expenses. Additionally, the accou staff for GJ2012 :ated that expenses
identified by themselves, or by NSGNi=dSigeneral election ¢xpénses were paid from
the general account, and expenses idéntifiéd¥4§iprimary ;ﬁe ses were paid from the
primary account. Of the expenses id };ﬁe; By Ruar <4ff as non-qualiﬁed expenses,
expenses totaling , FIE 856 were paid Gt

After the Candiff} &,;
incurred during the fith

million in,

mto J’f%ﬁ >
. expefses.

electip \

To determir:c wiij egiggjneral election expenses were paid using the contributions
designated for théfprimary election, Audit staff followed the following procedures:
1. Used the- fist of primary and general contributions calculated for the Statement
of Reasons In Support of Final Determination of Entitlement in the Matter of
Governor Gary Johnson (LRA #905), dated November 14, 2013.
2. Used GJ2012’s disbursement database of disbursements from the primary
election account. The dates from GJ2012's database were the check dates

12 The initial amount of non-qualified expenses was subsequently reduced to $1,194,425 after the Audit
staff calculated the matching funds cut-off date earlier (December 20, 2012) than had been previously
calculated.

13 The amount using an end date of December 20, 2012 (as explained in the previous foomote) is $2,025.
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rather than the dates that the checks cleared the bank account. Any
disbursements from the bank statements that were not in GJ2012’s database
were also included by Audit staff in this review. The same procedure was
followed for the review of the general election account.

3. For each day analyzed, Audit staff first summed the three different types of
receipts separately (primary contributions, general contributions and receipts
of matching funds from the U.S. Treasury). Contributions were considered
spent on a first-in, first-out (FIFO) basis. If multiple types of contributions
were received on the same day, the contributions were applied to
disbursements in the following order: primary, general matching funds.

4. The last day that any primary election contributions s&bntitted for matching
funds were still in the general election account was December 20, 2012,
Therefore, the calculation of non-qualified cz:: -ngn cxpenses from that
account ended on that date. : 3-,.

Following these procedures resulted in the mes’tv favorable repaym {
GJ2012. %

. . Lv‘-,t.
Pursuant to 11 CFR §9038.2(b)(2)(iii)(B), calcul?

&
1o O non-qualified expenses from .
all of GJ2012's accounts would continue until no M¥tshing funds were left in any of

the accounts. This “zero-out date’'i {otieyred on Februaifg0, 2014. In order to
completely and accurately calculate®whégier.non-qualifiédiexpenses were paid with
matching funds, Audit staff needed iffprmation fiom (;)20T2 about contributions
received so that the amounts recexved '*: _-,_: primary aid general elections could be

Réation was@quested, GI2012 provided no
3 2012 In addition, although Audit staff
s,for the general account were received

contribution detail dated " fe8 ";
requested bank’s:aiéments,

after the November 2(3 s  of information is regularly requested
_from co, that R4g& Lot matchmg funds. Without these bank
staterg @%3% %ff Se§a: t know what expenditures have been made and cannot
de,termme if these exgggndltu oS re for the primary or general election. Given the
lacleiofsgocumentatxo 2} udit s f was unable to verify the receipts or expenditures
after b‘%ember 31, 2012 However the Audit staff was able to verify the date the

last contnbfmon submlt;Téed for matching funds was deposited to the general account.
Thus, the Aud;t staff li ¢d December 20, 2012 as the cutoff date for examining the
both accounts TdR ori*qualified expenses.'

In accordance w1th 11 CFR §9038.2(b)(2)(iii), the ratio of repayment was calculated
at 27.9053%.'> This ratio applied to the non-qualified expenses equals a repayment
amount of $334,780'°.

' Audit staff’s estimate of the additional amount of possible non-qualified expenses is $16,000, which
would result in an additional repayment amount of about $4,450. The $16,000 estimate is based on the
provided bank statements through November 2014, and assumes that all the expenses were paid using
contributions to the primary election.

15 Matching funds certified as of 90 days post-DOI divided by deposits for the Primary election as of 90
days post-DOI ($303,751/$1,088,509=.279053).
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"2, Preliminary Audit Report Recommendation
The Audit staff presented this matter to GJ2012 representatives at the exit conference
along with schedules detailing the finding. GJ2012 representatives did not comment
on this finding. The Audit staff recommended that GJ2012 demonstrate it did not
make non-qualified expenses or provide any other additional comments it deemed
necessary. It was further recommended that, absent such ev1dence, the Audit staff
would recommend that the Commission determine that $334,780"" is repayable to the
U.S. Treasury.

3. Committee Response to Preliminary Audit Report
In response to the Preliminary Audit Report, GJ2012 counsgliitated that since
qualified campaign expenses exceeded the amount of masgh g funds recewed by
$95,585, “...no matching funds were used to pay for gen-qualifyi

expenses...” In addition, GJ2012 claims that certain B8n-qualilicd campaign expenses
totaling $1,220 identified by the Audit staff weghg‘s blely w:th available general
election funds. GJ2012 also states that expengts totaling $7,301 ider,. "« ] as being

unallocated between primary and general c‘ggu\ ‘res wi ot paid witl .. 1chihg funds
but solely with general election funds. _ 7

In each of the mstances noted abaqye, G12012's ¢ .Il(.uldll()ll fa:ls to apply the amount

ﬂxE

campaign obligations after the Cand d %:‘fz? Ol Pursuarl v [1 CFR §9034.4, “...all
contributions received by an 1nd1v1du&1 froni 351 g:date he oﬁshe becomes a candldate
and all matching payments received bk i

qualified campaign.g .” There #t staff maintains that both the

=y

amount of privatgi€ontributigns and the ar%t of matching funds are applied to

qualified camp f’e texpense§k According ¢ Audit staff, this calculation continues
to indicate that ma Chip ig ,fuﬁda were patt uf5#5J2012’s account balance until February
20, 2014.and;prior to thaf!fime the identitic d non-qualified campaign expenses for the
general Eledtd h&e paidiin part, with | primary election matching funds and are

sulgect to repayme ;__-!; »'

$.esponse also re,ferer’i%is newly discovered debts and other debts related to

the Primaggactivity, m%udmg a $300,000'® win bonus owed to NSON, and states
atSishou included in the calculation. In doing so, GJ2012 asserts

that this would% 9%‘ the date on which Federal matching funds were no longer in

16 The ratio applied to the Audit staff’s revised non-qualified expenses using an end calculation date of
December 20, 2012 (as explained in footnote 12) is $333,307.

' See footnote 16.

18 GJ2012 further states that the bonus is a quahﬂed campaign expense, however, pursuant to 11 CFR
§9034.4(a)(5)(ii), monetary bonuses must be paid no later than thirty days after the date of ineligibility
1o be considered qualified campaign expenses. These bonuses have not been paid, therefore, the
$300,000 bonus owed to NSON is a non-qualified campaign expense, and as such, is not reflected in the
NOCO (Finding 1).
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the account, thereby reducing the repayment amount.'® The Audit staff notes that
debts are not part of the calculation of non-qualified expenses. Expenditures
considered in a repayment determination under 11 CFR 9038.2(b)(2(ii) and (3)
include all non-qualified and undocumented expenditures incurred and paid between
the campaign’s date of inception, and the date on which the candidate’s accounts no
longer contain any matching funds. Outstanding debts and newly discovered debts
are not included in the repayment calculation.

Finally, GJ2012’s response noted an expense incorrectly classified by Audit staff as a
general election expense instead of a primary election expense. The amount of
identified non-qualified campaign expense has been adjusted: 1o bg considered as a
qualified campaign expense and accordingly, the Audit stail has reduced the total
repayment amount by $1,116 ($4,000 x 27.9053%). &%

The Audit staff recommends that the Comm1ss1¢g§ﬁ§n¢%a determm.u on that
$332,191 is repayable to the U.S. Treasury #

¥

' @ ’
1. Facts ii}
During an examination of recenpts Paudit fxeldwork thesAudit staff identified five
comnbutxons demgnated to the gen?iﬁ dciale) totaling that were subrmtted

2. Preliminary \tggl t Report Recommen
The Audit staff presénl.d :his matter to GJ
f recommended that GJ2012 show that the
con ﬁ"ibutmns were ol generd civofion contributions or provide any other additional
i, Aetessar: |- was further recommended that, absent such
ould make a recommendation that the Commission make a
50 is repayable to the U.S. Treasury.

3. Committee 'ﬂé!;ponse to Preliminary Audit Report

In response to the«&Prellmmary Audit Report recommendation, GJ 2012 stated that it
was investigating whether or not these contributions were “...accidentally attributed
to the wrong spouse.” If the Committee’s investigation determines that the
contributions were, in fact, ineligible, Counsel states that GJ2012 would refund the
appropriate amount to the U.S. Treasury.

' Non-qualified expenses paid after the candidate's accounts are presumed to have been purged of all
matching funds are not subject to repayment since the candidate’s accounts contained no matching .
funds.
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The Audit staff recommends that the Commission make a determination that $1,250
is repayable to the U.S. Treasury.

Finding 3. Use of General Election Contributions for
Primary Election Expenses

Summary

During audit fieldwork, the Audit staff’s review of GJ2012’s receipts and disbursements
during the pre-DOI period indicated that GJ2012 spent $12,396-in general election
receipts on primary election expenses prior to the Candidate’s D Ok,

Jane
Ty
¥

fHigt !hc use of general
election receipts for primary election expenses was an ad{fince agamst anticipated

matching funds. The Audit staff notes that short-te; ances aginst matching funds
must come from a qualified financial institution, gg%cured by ceftilivd matching
funds amounts. o % 4
Legal Standard : A, &

Receipt of General Election contributions before the date of the Primary Election.
(1If the candidate, or his or her authdrized committee(s), %eives contributions that are
designated for use in connection with the general election parsuangto 11 CFR §110.1(b)
prior to the date of the primary electlon Ruch cane k_- ate or sud- ¢ umrmttee(s) shall use an

primary election and ._1_‘; iveds "‘_-?* . Acceptable

accounting methods i C, bt ed to:
(i) The designation.§ eparate ieeounts for edh election, caucus or convention; or
(ii) The establishment sc.|)arat‘§books and re@ﬂs for each election.
) Regardless;éﬁﬂg& ethgg% unae"fﬁagxaph (e)(1) of this section, an authorized
comm:;tée s records Thust dem ate that, prior to the primary election, recorded cash-
on-han'd;was at all timex equal to @ €xcess of the sum of general election contributions
received] [‘éks&the sum of g%gral elgction disbursements made. 11 CFR §102.9(e).

E ’&t {
Facts and A3

A. Facts o
During audit ﬁeldwoik the Audit staff reviewed available receipt and disbursement
records to determine what contributions, if any, were designated per contributor
solicitation devices to the general election and then spent by GJ2012 on primary election
expenses prior to the primary election date (May 5, 2012). Committees are not permitted
to spend funds designated to the general election for primary election expenses prior to
the primary election date. If general election funds are held in the primary election
account, the general election funds should be held in reserve and not spent for primary
election purposes.
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Prior to the primary election, GJ2012 received a total of $22,396 designated to the
general election that was deposited in the primary election account. The Audit staff
determined the private contributions designated for the general election using the same
calculations as were employed in the Statement of Reasons In Support of Final
Determination of Entitlement in the Matter of Governor Gary Johnson (LRA #905), dated
November 14, 2013. Of this amount, a total of $10,000 was deposited to the general
election account by September 6, 2011. Beginning on February 21, 2012, GJ2012 did not
maintain enough contributions designated to the primary election to pay for all of its
primary expenditures, and used contributions designated to the general election to make
up the difference. The Audit staff’s review identified $12,396 in contributions designated
to the general election that were spent on primary election exp%gs%%rjor to the primary
election date. These expenditures were identified as primar\ clection expenses as they
were bank fees incurred pnor to the Candidate’s DOI an aymeits on invoices
submitted for various services incurred in connection w1 %&& s campaign for
nomination. In addition, no invoices for any services: éred in conji:nition with the
general election were received prior to the paymegit'of these expenses.

A % ki
B. Preliminary Audit Report & Audit Dmsioliékecom glatlon :
The Audit staff presented this matter to GJ2012 represcaiifives at the exit conference and
provided schedules detallmg the payments made using peheral election funds for primary
election expenses prior to the candidateg bAO for the audited uele GJ2012

representatives did not comment on thisg(f :'

L

accordance with 11 gﬁ §102 9, jlocumenta pn should demonstrate that an acceptable
accounting method®¥us used. Afsent such a d¢monstration, GJ 2012 was to provide any

C. Commiffee Response to FiBliminary Kudit Report
In resp_,__@j_ﬂ%e to the Piclimi ary Augit Re

$12.,39645was treated as ) vance t it anticipated matchlng funds from the general
election cfé&nigbutxons to thia;pnmary election.

.....

oudit, it is noted that regulations specify that such loans or
advances must come- ¥ ma qualified financial institution, which the general account is
not. It is also noted that short term loans to Presidential primary committees were
obtained in the past, however, these loans were secured by matching fund amounts
certified and expected to be received by the committees and occurred only when the
Presidential Campaign fund was in a shortfall position. Matching funds for GJ2012 were
not certified until May 25, 2012 and the Presidential Campaign fund was not in a shortfall
position in 2012. In no instances were general election contributions permitted to be used
for primary election expenditures.

GJ2012 stated that they “...used an acceptable accounting method in accordance with
11 CFR §102.9,” and that there were separate accounts for primary and general election
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contributions. As explained in the “Committee Structure” section on pages 1 and 2 of
this report, in practice, GJ2012 deposited nearly all receipts before DOI in its designated
primary account and nearly all receipts after DOI in its designated general account.
GJ2012 further stated that Audit staff based its calculation on cash on hand and did not
take into account the delay in deposits collected through credit card processors. These
would be considered received, but would not be in GJ2012’s bank account immediately.

In fact, as this is a common occurrence with campaign committees, the Audit staff took
this deposit delay into account. The Audit staff used GJ2012’s contributions database for
this calculation, which uses the date of contribution rather than thesgate of deposit.

&Y

| Finding 4. Reporting of Debts and Ob‘%g_féons

Summary -

During audit fieldwork, the Audit staff’s review o s disburséments indicated that
debts from seven vendors totaling $407,455 were ot disclosed on Sch e D-P. (Debts
and Obligations), as required. P

In response to the Preliminary Audit Report GJ 201f§1hm|tted additional i mvorces for
debts to two vendors that were not prey ously disclosed to Audit staff. This resulted in a
total of $447,567 in debts owed to nin&3 r-»;*t_ dors that were nol\%ﬁ?p&d on Schedule D-P

as required. GJ2012 amended its repo [ xﬁl rrially correct'fii€ disclosure of debts and
obligations on Schedule D-P.

Legal Standard
A. Continuous Repor! U
and nature of outstan 1 -debts A d obllgatronsmntrl those debts are extinguished.

52 U.S.C. §30104(b)(8) CeigmetiRigs.S C. 434%5)(8)) and 11 CFR §§104.3(d) and
104.116), 25885, Oy -
B. Sepi ate Scheduié&..;;% politi€glsgemmittee must file separate schedules for debts

owéd b‘iﬁqmd to the com with# statement explaining the circumstances and
condrtrons%er which eaeggdebt and obligation was incurred or extinguished.

11 CFR §1o?i£%\ 5
C. Itemizing Deb ?ﬂhﬂ Obligations.

e Once it has been outstanding 60 days from the date incurred, a debt of $500 or
less must be reported on the next regularly scheduled report.

o A debt exceeding $500 must be disclosed in the report that covers the date on
which the debt was incurred, except reoccurring administrative expenses (such as
rent) shall not be reported as a debt before the payment due date.

11 CFR §104.11(b).
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Facts and Analysis

A. Facts

During audlt ﬁeldwork the Audit staff used available disbursement records to reconcile
the accounts?” of GJ2012’s vendors?'. These vendors provided GJ2012 with various
campaign management services such as fundraising, accounting, clerical and
administrative staff, and travel arrangements.

The Audit staff identified debts to seven of GJ2012’s vendors totaling $407,455 that were
not reported on Schedule D-P as required. Of these debts, $30 /as owed to NSON

for a bonus after the Candidate received the nomination as :~. L:bertarian Party candidate
for the Presidential general clection. This bonus was mcaé:; n.ncontract, as of the date

w: 2 June Monthly
1 u} s

ay 31,

ofilialf of thigdebt ($150,

%ear End sbhort. However¥the Audit

Bt for the entire amount based

on the date and terms of the contract.s.,The remaining ré »fo;;t able debts of $107,455 were
for smaller amounts to all six vendorsvfi %mé{led by the Atditstaff.

‘H-F:

B. Preliminary Audit Report & Audit Blwsl' iiRecommendation

_ li ¢ pIese) es at the exit conference and

‘débts for eagh reporting period covered by

the eﬁr sonference, ¢J2012 submitted one additional invoice

for the other half of thi '_ ; éi#Facts” section above. This invoice was
aic the Preligainary Audit Report was sent to GJ2012,

dated January 1, 2013. Agigf the
this $150 Ooml‘;‘yngft beert?® 'ﬁclosu on zxy reports filed with the Commission.

provided schedules detg; ,,ﬂ,,lP unrepo
the audit. In respon,

document iibn, the Audit § E iff recbmmended that GJ2012 amend its reports to disclose
the outstanding debls.
C. Committee Re?%n&eé‘o Preliminary Audit Report

In response to the Préhmmary Audit Report recommendation, GJ2012 amended its
reports and submitted additional invoices and documentation for other previously
undisclosed debts. Adjustments made by the Audit staff based on the additional
documentation provided reduced the original determination of debts and obligations not
timely reported amount by $7,758.

B The reconciliation consisted of calculating invoiced and paid amounts for individual reporting periods in
the 2011-2012 campaign cycle. The Audit staff then determined whether any outstanding debts were
correctly disclosed on Schedule D-P. Each debt amount was counted once, even if it required disclosure
over multiple reporting penods

2 Audit staff restricted this review to only primary campaign debts, as per the scope of this Audit.



22

GJ2012 submitted additional invoices from two new vendors that were not previously
provided to the Audit staff, nor disclosed on Schedule D-P, for debts incurred within the
audit period totaling $47,870. In combination with the seven vendors noted in the
Preliminary Audit Report, the Audit staff has thus identified nine vendors that GJ2012
owed $447,567 that was not reported on Schedule D-P as required. GJ2012 filed
amendments that materially corrected these omissions.

In its initial response to the PAR, GJ2012 disputed that the $300,000 owed to NSON for
a bonus was not timely reported. GJ2012 states that the NSON contract .. .specifically
states that invoices are due and payable upon receipt,” and that dor not invoicing
timely does not create a reportable debt, since the campaign would not be able to base the -
debt reporting on an invoice. e “‘%ﬁh
Pursuant to 11 CFR §104.11(b), “[a] debt or oblig;{iﬁﬁ-i.g luding a loan, written contract,
written promise or written agreement to make angXpenditure. . .shall bé¥% i‘gorted as of the
date on which the debt or obligation is incurred...” GJ201), made a writtéi rebment on
October 14, 2011, that NSON would be owed a bonus of “§800,000 for rec eWing any
party nomination as either VP or President.” Thus, #3d€bt was incurred on the date of
the Candidate’s nomination by the Libertarian Party at {§gonvention on May 5, 2012,
mobligation on Sthedule D-P on the June

Monthly Report that covered May 1, 20
was invoiced.

In a supplemental respousétiithe PAR, GJ 3 stated th#t it has deferred to Audit staff’s
judgment that the $308, yiBonus shoul dsbe reported as of the date of the
Candidate’s nomirfifies: 8y jpvoiced’?. GJ2012 filed amendments

to its reports to report

A h i
s w o/
During auditt &ldwork, théﬁudit staff’s review of GJ2012’s disbursements suggested

that NSON”-."I‘;‘Ehﬂg a prohi.ié_,;!;_ted contribution to GJ2012 by extending credit beyond its

-----

2 532012 further stated that they, *“in conjunction with NSON, reallocated prior payments to NSON to this
earlier Primary expenditure to ensure that payments were made on a First in-First out basis.” The Audit
staff believes that GJ2012 cannot reallocate these payments in such a manner. It appears that GJ2012 has
decided to apply this procedure in an attempt to reduce the amount of repayment to the U.S. Treasury as
detailed in Finding 2. However, this “re-allocation™ of payments would still not result in the win bonus
being paid within the statutory 30 day period (see footnote 13 for additional detail), so this remains a
non-qualified expense regardless of the accounting convention used. In fact, to alter the accounting
method to pay this debt off would result in additional non-qualified expenses paid using matching funds,
which would actually result in an even larger repayment to the U.S. Treasury.

B NSON is a registered corporation in the state of Utah that also does business as Political Advisors.
GJ2012 reported disbursements to Political Advisors, but all contracts and invoices were received from
NSON.
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normal course of business and not making commercially reasonable attempts to collect
$1,752,032 from GJ2012 for services rendered.

In response to the Preliminary Audit Report, GJ2012 presented an affidavit from the
proprietor of NSON and redacted contracts to dispute the Audit staff’s suggestion that
NSON made a prohibited contribution to GJ2012. However, neither GJ2012 nor the
vendor presented any documentation to demonstrate that other clients were subject to the
same billing practices, or that GJ2012 was regularly and timely billed for services
rendered.

Legal Standard

3

A. Contribution defined. A gift, subscription, loan (excgptV 1';: tn made in accordance
with 11 CFR §100.72 and §100.73), advance, or dep it of mépey or anything of

value made by a person for the purpose of influ any electiogifor Federal office
- is a contribution. The term “anything of vagncludes all in-kind*€oniributions.

"y, £

an in-kind contribution. The value o -t a ;-ontribuuo.l wouid be the difference
between the usual and normal chargegor tiie scivices and the amount the political
committee was billed and paid. 11 3&0.5?(3)‘ andg¢d).

B. utions ﬁlpermmlbg A corpt;ration is prohibited from making
ibutiefi*ity al clection. 52 U.S.C. §30118(a)

e ‘é‘ ;?;533 ¥

Vendor. A’commercial vendor is any person who
prov:des goods of‘sér_y:ces té 4 el;‘lkghdate or political committee and whose usual and
normal, business mvglgf the s : ntal, lease or provision of those goods or

serv1cgsf%ll CER §1163(c).

D. Extension 6%!3_]‘0(1“. l’)&ommerclal Vendor. A commercial vendor, whether or not

it is a corporatidfiymay extend credit to a candidate or political committee provided

that: ;,g'

* The credit is‘extended in the vendor’s ordinary course of business (see below);
and

e The terms of the credit are similar to the terms the vendor observes when
extending a similar amount of credit to a nonpolitical client of similar risk.
11 CFR §116.3(a) and (b).

E. Definition of Ordinary Course of Business. In determining whether credit was
extended in the ordinary course of business, the Commission will consider whether:
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e The commercial vendor followed its established procedures and its past practice
in approving the extension of credit;

e The commercial vendor received prompt, full payment if it previously extended
credit to the same candidate or political committee; and

o The extension of credit conformed to the usual and normal practice in the
commercial vendor’s industry or trade. 11 CFR §116.3(c).

Facts and Analysis

A. Facts

During audit fieldwork, the Audit staff’s review of GJ2012’s ;sg%%éments suggested
that NSON made a prohibited contribution to GJ2012 by exténding credit beyond its
normal course of business and not making commercially rédsonuble attempts to collect
$1,752,032 from GJ2012 for services rendered relaﬁ%; e primary clection®,

On October 14, 2011, GJ2012 entered into a coM with NSON to manage the
campaign. NSON handled fundralsmg, press, .md e 4I at tlons creative advgftising,

. Disbursgifents to

Srt i

21, 2011 through December 21, 2012, RGN invoiced GJ 2012 $2,198,204 for campaign
management expenses, including’ fundr%gﬁgf:cl’e%cal work, aﬂ avel arrangements. As
of March 31, 2013, $1,752,032 had been Qutstariw'ﬁiﬁ ore thait 120 days, and $936,247
remains outstanding. To dgg GJ2012 hasgpljﬁmad p”éyments of $1,261,957 for the
$2,198,204 invoiced b A Y

--\-

n.-u-l;.

etweeri GJ2012 and NSON stated that:

The terms of the ccntécg

NSON %&a carrji :3 hazae ot i -ﬁf&n percent (18%) per annum on payments
not wnth (30) d: of the date of the invoice. NSON may, at its sole
dlsgge‘hon and withOBEo'. ¢, SUgpR nd its services hereunder should Client not pay in
£iffi%ghy, amount invoictx:. NSO Gibitther reserves the right, at its sole discretion to
withh? dfrom Client any 1. %trum ts of NSON’s services pending payment on Client's
account.”

NSON had not : n“w’},s interest charges as of March 31, 2013. Audit staff also did
not locate any docurhgiitation of attempts by NSON to collect on the outstanding debt in
the records provided: y GJ2012.

B. Preliminary Audit Report & Audit Division Recommendation

The Audit staff presented this matter to GJ2012 representatives at the exit conference and
provided schedules detailing the extensions of credit for primary election expenses.

Audit staff requested that GJ2012 provide evidence that NSON made commercially
reasonable attempts to collect the outstanding amount. In response to the exit conference,
on January 17, 2014, GJ2012 submitted an accounts receivable aging schedule for other

M Audit staff restricted this review to only primary campaign services, as per the scope of this Audit.
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clients of NSON to show that credit was extended on similar terms to other committees, a
copy of a lawsuit filed by NSON in the state of Utah against another client, and a bill
dated December 31, 2013, for $245,527 in interest on the outstanding debts from GJ2012
to show that NSON was attempting to collect on the outstanding debt. The aging
schedule detailed the outstanding amounts from nine clients, including another political
committee also associated with the Candidate. Six of these clients had debt outstanding
more than 300 days, and 84% of the total debt outstanding on the aging schedule was
owed by the political committee.

GJ2012 quoted an NSON response to a query the Committee had :nade to this vendor,

p LS
Ongoing attempts have been made and continue to be mads '. collect the
outstanding debt owed from the Gary Johnson 2012 céimpaten.
include support and help with continued solicitation 11 donations, .\ny and
all other legal remedies are and will be considered tc s -uéﬁg the ob

The Audit staff reviewed the documentation suhglfed in response to thetc.xu conference.
Although GJ2012 provided an internally geng:fi tthaging sthedule and a Cupwéf
lawsuit filed, GJ2012 did not provide any contrac "‘v.\‘f ith, ¢ Fiftvpices to, othei"chents of
X . sonable certainty that NSON’s
pitisued in the same manner as

&
In addition, on June 18, 2014, GJ2012 suE i 24al ne eig:ces for interest
charged by NSON on deh:s aut~tanding frofg. ‘ Pthrough June 2014.

The Audit staff recg ended‘“!; GJ2012 pro) ride documentation, to include statements
from this vendor that :"‘ ; it exterited was in the normal course of
business and did not rep dgRpessive i
mfonnatxonﬂé‘f:bm ay Inc hule exatipIewof other non-political customers/clients of
similar sxfé and ns%aﬁm. ~i:pilar services were provided and similar blllmg
arrangemgnts were usediAlso, 42 should provide information concerning the
presencegfisafeguards suclfias billig policies for similar non-political clients and work,
' ient policies, alid debt collection policies and practices to show that this was
normal busmess::p%actlce fo »f’NSON or provide additional explanation about the situation.
ﬁ‘ ».:gn "
C. Committee Resp‘d@s“e to Preliminary Audit Report
In response to the Prellmmary Audit Report recommendation, GJ2012 provided
additional information about the business practices of NSON. In an affidavit, Ron
Nielson, the proprietor of NSON, stated that his company did not extend credit to GJ2012
that it would not have extended to a similar non-political campaign. Mr. Nielson stated
that NSON exercises discretion in the assessing and collecting of finance charges in order
to collect on the principal, and that NSON has previously waived finance charges in favor
of collecting on the principal. In addition, Mr. Nielson stated that NSON has engaged in
discussions with GJ2012 to accept campaign assets in lieu of payment.
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GJ2012 also submitted redacted contracts that NSON used for other political and non-
political campaigns. The non-redacted portions of these contracts are substantially
similar to the one signed by GJ2012. Counsel for GJ2012 further states that NSON acted
according to normal and usual practice in the industry, and that NSON and its
competitors frequently extend credit to clients seeking similar services in anticipation that
doing so would enable the clients to raise funds.

In addition, Counsel for GJ2012 stated that NSON and GJ2012 were negotiating for the
acceptance of campatgn assets in lieu of pagsments owed, and that NSON may waive
interest fees “‘as is routine in such matters.’

t¥ind thes mracts tobe
adequate evidence that credit was extended to GJ20]gm,the same "'& AS

and non-political clients.

Furthermore, documentation provided by GJf()I 210 showEm\NSON atter;pied to
collect on outstanding debts did not show that “NSON ru'ularly invoiced GJ2012 for all
services...” In fact, GJ2012 was not *y‘omed for ser 1cesin some cases until months or
even more than a year after the servxg we:e performed. NSEQN did not submit invoices
for interest due on amounts owed until Dcccm"-e.- '"., 2013, mpgesthan a year after the
Candidate’s date of ineligibility, for invo ol Y1 hu,n ougstanding for thirteen (13)
to twenty-two (22) months In addltlon. neido mentatigistich as invoices to other non-
political clients has bee %d to show N SON s also treated the collection of

amounts due by non- 1t1cal %ns inthes

Pursuant to 11 CFR §9 B3 (C)iilRnes tlal cat algns are required to report on the
NOCO all camtgsﬁgfts whi Sh, e“exceeded $2,000, and other assets whose
value exceeds .;and mih -'n a list of these items. GJ2012 did not disclose any

assetsﬁy the NOCO | statéments § mttted when applying for matching funds, nor were
any‘ﬁgféprowded to the A% it stz 2
GJ2012 siibihy -iI
Commission:

The Audit staff notés_;gnatNSON had billed GJ2012 $345,333 in interest as of October
15, 2014, and the Auﬁlt staff has estimated that $85,893 in additional interest will be
billed by NSON to GJ2012 by June 30, 2015. Both of these amounts are reflected in the
NOCO in Finding 1 of this report.

If GJ2012 and NSON come to a mutual agreement on debits less than the amounts owed
and the debt settlement plan is reviewed and approved by the Commission, then the lower
amount owed would necessarily reduce the total liabilities on the NOCO statement and

# If GJ2012 and NSON come to an agreement to settle the Committee’s debts for less than has been billed,
GJ2012 will need to file a debt settlement plan and seek Commission review of this settlement, pursuant
to 11 CFR §116.7.
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likely result in the receipt of matching funds in excess of the Candidate’s entitlement.
Further repayment may also result if GJ2012 discloses newly-discovered assets.2S

.
e
‘ﬂmi »
%,
:

2 Also note the repayment amount for non-qualified expenses identified in Finding 2 would also require
adjustment.



